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Sec. 41. ALBERT LEA SPECIAL ELECTION.
Notwithstanding the provisions of 2005 First Special Session H. F. No. 138,

article 5, section 38, subdivision 3, if enacted, the Albert Lea City Council m may submit
the question to the voters at a special election or on November 8, 8, 2008.

Sec. 42. EFFECTIVE DATE.

provision bemg corrected takes cffect.

Presented to the governor July 15, 2005
Signed by the governor July 25, 2005, 2:00 p.m.

CHAPTER 8—H.E.No. 44

An act relating to retirement; various public pension plans; clarifying and revising various
plan provisions; eliminating obsolete provisions; defining average salary; modifying the
definition of allowable service to include time on strike; defining covered salary to include certain
employer contributions to supplemental retivement plans; specifying itemized detail of plan
administrative expenses in annual financial reporting; excluding police officers of the University
of Minnesota from the public employees police and fire fund; clarifying collection procedures
relating to charter schools; adding a uniform nonassignment and legal process exemption
provision; providing for various member and employer contribution rate increases; adding
employees of Bridges Medical Services, Hutchinson Area Health Care, and Northfield Hospital
to privatization coverage; extending date for filing special law approval with the secretary of state
Jor the RenVilla Nursing Home; requiring the privatization periodic filing of updated copies of
articles of incorporation and bylaws; modifying a higher education individual retirement account
plan investment option provision; implementing the recommendations of the Volunteer Firefighter
Relief Association working group of the state auditor; modifying the trigger date for filing
financial reports; revising the per firefighter financing requirements for monthly benefit service
pensions; modifying the options for crediting interest on deferred service pensions; clarifying the
deferred service pension options available to defined contribution plans; providing for the
crediting of service during military service leaves; requiring the amortization of experience
losses; clarifying the compliance requirements for the qualification for fire state aid; modifying
a limit on mutual fund invesiments; clarifying corporate stock and exchange traded funds
investment authority; modifying the municipal representation requirements on relief association
governing boards; clarifying exemptions from process and taxation; providing that certain laws
do not apply to the consolidation of specified volunteer firefighter relief associations; providing
an ad hoc postretirement adjustment to Eveleth police and fire trust fund benefit recipients;
authorizing the Maplewood Firefighters Relief Association to transfer assets to the Oakdale
Firefighters Relief Association to cover service credits earned by certain individuals; appropri-
ating money; amending Minnesota Statutes 2004, sections 3A.13; 69.011, subdivision 2b, by
adding a subdivision; 69.021, subdivisions 5, 11; 69.051, subdivisions 1, la; 69.33; 69.77,
subdivision 4; 69.771; 69.772, subdivisions 3, 4; 69.773, subdivisions 4, 5; 69.775; 352.01,
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subdivisions 2a, 4, 5, 12, 13, 21, 23, by adding a subdivision; 352.021, subdivisions 1, 2, 3, 4;
352.04, subdivisions 1, 12; 352.041, subdivisions 1, 2, 3, 5; 352.115, subdivisions 2, 3; 352.15,
subdivisions 1, 3, 4; 352.22, subdivision 10; 352.87, subdivision 3; 352.91, by adding a
subdivision; 352.93, subdivision 1; 352B.01, subdivisions 1, 2, 3, 11; 352B.02, subdivision le;
352B.071; 352C.021, by adding a subdivision; 352D.01; 352D.015, subdivisions 3, 4; 352D.03;
352D.05, subdivision 4; 352D.085, subdivision 1; 352D.09, subdivision 5; 352D.12; 353.01,
subdivisions 6, 10, 14, 32, 33, by adding a subdivision; 353.025; 353.026; 353.027; 353.028;
353.14; 353.15, subdivisions 1, 3; 353.27, subdivisions 2, 3, 3a, 11, by adding a subdivision;
353.271; 353.28, subdivisions 5, 6; 353.29, subdivision 3; 353.31, subdivision lc; 353.32,
subdivision 9; 353.33, subdivisions 3, 12; 353.64, by adding a subdivision; 353,65, subdivisions
2, 3; 353.651, subdivision 3; 353.656, subdivision 1; 353B.02, subdivision 10; 353F.02,
subdivision 4; 354,05, subdivisions 7, 35, by adding a subdivision; 354.091; 354.094, subdivision
1; 354.10, subdivisions 1, 3, 4; 354.33, subdivision 5; 354.39; 354.41, subdivision 2; 354.42, by
adding a subdivision; 354.44, subdivisions 2, 6; 354A.011, subdivisions 3a, 24, by adding a
subdivision; 354A.021, subdivision 5, by adding a subdivision; 354A.097, subdivision 1; 354A.31,
subdivisions 4, 4a, 5; 354B.21, subdivisions 2, 3; 354B.25, subdivision 2; 356.20, subdivision 4;
356.215, subdivision 8; 356.216; 356.47, subdivision 3; 356.551; 356.611, subdivision 1;
356A.06, subdivision 7; 383B.46, subdivision 2; 383B.47; 383B.48; 383B.49; 422A.01, subdivi-
sions 6, 11, by adding subdivisions; 422A.06, subdivision 7; 422A.10, subdivisions 1, 2; 422A.15,
subdivision 1; 422A.16, subdivision 9; 422A.22, subdivisions 1, 3, 4, 6; 422A4.231; 422A.24;
423B.01, by adding a subdivision; 423B.05, subdivision 3; 423B.09, subdivision 1, by adding a
subdivision; 423B.10, subdivision 1; 423B.17; 423C.01, by adding a subdivision; 423C.05,
subdivision 2; 423C.09; 424A.02, subdivisions 3, 4, 7; 424A.04, subdivision 1; 424B.10,
subdivision 1; 471A.10; 490.121, subdivisions 4, 20, 21, by adding a subdivision; 490.126,
subdivision 5; Laws 1999, chapter 222, article 16, section 16, as amended; Laws 2000, chapter
461, article 4, section 4, as amended; Laws 2004, chapter 267, article 12, section 4; proposing
coding for new law in Minnesota Statutes, chapters 356; 383B; 423C; 424A; repealing Minnesota
Statutes 2004, sections 352.119, subdivision 1; 352.15, subdivision 1a; 352C.031, subdivision 3;
353.15, subdivision 2; 353.29, subdivision 2; 353.34, subdivision 3b; 353.36, subdivisions 2, 2a,
2b, 2¢c; 353.46, subdivision 4; 353.651, subdivision 2; 353.663; 353.74: 353.75; 354.10,
subdivision 2; 354.59; 422A.22, subdivisions 2, 5; 4224.221.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

. 2005 OMNIBUS RETIREMENT BILL

ARTICLE 1

COVERED SALARY; AVERAGE SALARY

Section 1. Minnesota Statutes 2004, section 352.01, subdivision 13, is amended
to read:

.Subd. 13. SALARY. (a) Subject to the limitations of section 356.611, “salary”
means wages, or other periodic. compensation, paid to an employee before deductions
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for deferred compensation, supplemental retirement plans, or other voluntary salary
reduction programs.

(b) “Salary” does not include:
(1) lump sum sick leave payments;
(2) severance payments;

(3) lump sum annual leave payments and overtime payments made at the time of
separation from state service;

(4) payments in lieu of any employer-paid group insurance coverage, including
the difference between single and family rates that may be paid to an employee with
single coverage;

(5) payments made as an employer-paid fringe benefit;
(6) workers’ compensation payments;

(7) employer contributions to a deferred compensation or tax sheltered annuity
program; and

(8) amounts contributed under a benevolent vacation and sick leave donation
program,

(c¢) Amounts provided to an employee by the employer through a grievance
proceeding or a legal settlement are salary only if the settlement is reviewed by the
executive director and the amounts are determined by the executive director to be
consistent with paragraph (a) and prior determinations.

Sec. 2. Minnesota Statutes 2004, section 352.01, is amended by adding a
subdivision to read:

Subd. 14a. AVERAGE SALARY. (a) “Average salary” means the average of the
h1ghest five successive years of salary upon which the employee has made contribu-
tions to the retirement fund by payroll deductions. Average salary must be based upon
all allowable service 1f this service is less than five years.

does it include the reduced sa salary, if any, pald during the period the employee is

entitled to workers’ compensation benefit payments for temporary disability.

(c) For an employee covered by the correctional state employees retirement plan,
“average salary means the average - of the monthly salary during the employec’s
highest five successive yeals of salaly as an employee covered by the general state
employees retirement plan, or ‘the correctional state employees retirement plan, or by
a combination of the two. If the total of the covered service is less than five years, the

determination of average salary must be based on all allowable service.
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Sec. 3. Minnesota Statutes 2004, section 352.115, subdivision 2, is amended to
read:

Subd. 2. AVERAGE SALARY NORMAL RETIREMENT ANNUITY. The
retirement annuity hereunder payable at normal retirement age or thereafter must be
computed in accordance with the applicable provisions of the formula stated in
subdivision 3, on the basis of the employee’s average salary for the period of allowable
service. This retirement annuity is known as the “normal” retirement annuity.

‘For each year of allowable serviee; “average salary” of an employee in
determining a retirernent annuity means the average of the highest five successive
years of salary upon which the employee has made contributions to the retirement fund
by payroll deductions: Average salary must be based upen all allowable service if this
serviee is less than five years

“Average salary” does not include the payment of acerued unused annual leave or
overtime paid at time of final separation from state service if paid in a lump sum ner
does it include the reduced salary; if any; paid during the period the employee is
entitled to workers: compensation benefit payments for temporary disability.

Sec. 4. Minnesota Statutes 2004, section 352.115, subdivision 3, is amended to
read:

Subd. 3. RETIREMENT ANNUITY FORMULA. (a) This paragraph, in
conjunction with section 352.116, subdivision 1, applies to a person who became a
covered employee or a member of a pension fund listed in section 356.30, subdivision
3, before July 1, 1989, unless paragraph (b), in conjunction with section 352.116,
subdivision 1a, produces a higher annuity amount, in which case paragraph (b) will
apply. The employee’s average salary, as defined in section 352.01, subdivision 2 14a,
multiplied by the percent specified in section 356.315, subdivision 1, per year of
allowable ‘service for the first ten years and the percent specified in section 356.315,
subdivision 2, for each later year of allowable service and pro rata for completed
months less than a full year shall determine the amount of the retirement annuity to
which the employee is entitled.

(b) This paragraph applies to a person who has become at least 55 years old and
first became a covered employee after June 30, 1989, and to any other covered
employee who has become at least 55 years old and whose annuity amount, when
calculated under this paragraph and in cenjunction with section 352.116, subdivision
1a, is higher than it is when calculated under paragraph (), in conjunction with section
352.116, subdivision 1. The employee’s average salary, as defined in section 352.01,
subdivision 2 14a, multiplied by the percent specified in section 356.315, subdivision
2, for each year of allowable service and pro rata for months less than a full year shall
determine the amount of the retirement annuity to which the employee is entitled.

, Sec. 5. Minnesota Statutes 2004, section 352.87, subdivision 3, is amended to
read: ‘

Subd. 3. RETIREMENT ANNUITY FORMULA. A person specified in

subdivision 1 will bave is entitled to receive a retirement annuity applicable for
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allowable service credit under this section calculated by muitiplying the employee’s
average salary, as defined in section 352445 352.01, subdivision 2 14a, by the percent
specified in section 356.315, subdivision 2a, for each year or portions of a year of
allowable service credit. No reduction for retirement prior o before the normal
retirement age, as specified in section 352,01, subdivision 25, applies to service to
which this section applies.

Sec. 6. Minnesota Statutes 2004, section 352.93, subdivision 1, is amended to
read:

Subdivision 1. BASIS OF ANNUITY; WHEN TO ‘APPLY. After separation
from state service, an employee covered under section 352.91 who has reached age 55
years and has credit for at least three years of covered correctional service or a
combination of covered correctional service and regular Minnesota general employees
state retirement System plan service is entitled upon application to a retirement annuity
under this section, based only on covered correctional employees’ service. Application
may be made no earlier than 60 days before the date the employee 1s eligible to retire
by reason of both age and service requirements.

In this section; “average salaty’’ means the average of the monthly salary during
the employee’s highest five successive yoars of salary as an employee covered by the
Minnesota State Retirernent System: Average salary must be based upon all allowable
service if this sexviee is less than five years-

Sec. 7. Minnesota Statutes 2004, section 352B.01, subdivision 11, is amended to
read:

Subd. 11. AVERAGE MONTHLY SALARY. (a) Subject to the limitations of
section 356.611, “average monthly salary” means the average of ‘the hlghest monthly
salaries for five years of service as a member upon which contributions were deducted
from pay under section 352B.02, or upon which appropriate contributions or payments
were made to the fund to receive allowable service and salary credit as specified under
the applicable law. Average monthly salary must be based upon all allowable service
if this service is less than five years.

(b) “Average monthly salary” means the salary of the member as defined in
section 352.01, subdivision 13. “Average monthly salary” does not include any
Jump-sum annual leave payments and overtime payments made at the time of
separation from state service, any amounts of severance pay, or any teduced salary paid
during the period the person is entitled to workers” compensation benefit payments for
temporary disability.

(c) A member on leave of absence receiving temporary workers® compensation
payments and a reduced salary or no salary from the employer who is entifled to
allowable service credit for the period of absence may make payment to the fund for
the difference between salary received, if any, and the salary the member would
normally receive if not on leave of absence during the period. The member shall pay
an amount equal to the member and employer contribution rate under section 352B.02,
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health care expense accounts, day care expenses, or any payments in lieu of any
employer-paid group insurance coverage, including the difference between single and
family rates that may be paid to a member with single coverage and certain amounts
determined by the executive director to be ineligible;

(3) the amount equal to that which the employing governmental subdjvision
would otherwise pay toward single or family insurance coverage for a covered
employee when, through a contract or agreement with some but not all employees, the
employer:

(i) discontinues, or for new hires does not provide, payment toward the cost of the
employee’s selected insurance coverages under a group plan offered by the employer;
pioy P

(ii) makes the employee solely responsible for all contributions toward the cost of
the employee’s selected insurance coverages under a group plan offered by the
employer, including any amount the employer makes toward other employees’ selected
insurance coverages under a group plan offered by the employer; and

(iii) provides increased salary rates for employees who do not have any
employer-paid group insurance coverages;
ployer-paid group

(4) except as provided in section 353.86 or 353.87, compensation of any kind paid
to volunteer ambulance service personnel or volunteer firefighters, as defined in
subdivision 35 or 36; and

(5) the amount of compensation that exceeds the limitation provided in section
356.611.

(c) Amounts provided to an employee by the employer through a grievance
proceeding or a legal settlement are salary only if the settlement is reviewed by the
executive director and the amounts are determined by the executive director to be
consistent with paragraph (a) and prior determinations.

Sec. 10. Minnesota Statutes 2004, section 353.01, is amended by addmg a
subdivision to read:

Subd. 17a. AVERAGE SALARY. (a) “Average salary,” for purposes of calcu-
lating a retirement annuity under section n 353.29, subdivision 3, means an amount
equlvalent to the average of the highest salary of the member, police “officer, or
firefighter, whichever applies, upon which employee contributions were paid for any
five successive years of allowable service, based on dates of salary penods_a_sh—s't—cd_o_n
salary deduction 1ep01ts Average salary must be ¢ based upon all allowable service 1f

this service is less than five years.

temporary disability, unless the ‘average salary is h1ghe1, including this period.

Sec. 11. Minnesota Statutes 2004, section 353.29, subdivision 3, is amended to
read:
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Subd. 3. RETIREMENT ANNUITY FORMULA. (a) This paragraph, in
conjunction with section 353.30, subdivisions 1, 1a, 1b, and lc, applies to any member
who first became a public employee or a member of a pension fund listed in section
356.30, subdivision 3, before July 1, 1989, unless paragraph (b), in conjunction with
section 353.30, subdivision 5, produces a higher annuity amount, in which case
paragraph (b) will apply. The average salary as defined in section 353.01, subdivision
2 17a, multiplied by the percent specified in section 356.315, subdivision 3, for each
year of allowable service for the first ten years and thereafter by the percent specified
in section 356.315, subdivision 4, per year of allowable service and completed months
less than a full year for the “basic member,” and the percent specified in section
356.315, subdivision 1, for each year of allowable service for the first ten years and
thereafter by the percent specified in section 356.315, subdivision 2, per year of
allowable service and completed months less than a full year for the “coordinated
member,” shall determine the amount of the “normal” retirement annuity.

(b) This paragraph applies to a member who has become at least 55 years old and
first became a public employee after June 30, 1989, and to any other member whose
annuity amount, when calculated under this paragraph and in conjunction with section
353.30, subdivision 5, is higher than it is when calculated under paragraph (a), in
conjunction with section 353.30, subdivisions 1, 1a, 1b, and 1c. The average salary, as
defined in section 353.01, subdivision 2 17a, multiplied by the percent specified in
section 356.315, subdivision 4, for each year of allowable service and completed
months less than a full year for a basic member and the percent specified in section
356.315, subdivision 2, per year of allowable service and completed months less than
a full year for a coordinated member, shall determine the amount of the normal
retirement annuity.

Sec. 12. Minnesota Statutes 2004, section 353.33, subdivision 3, is amended to
read: :

Subd. 3. COMPUTATION OF BENEFITS. This disability benefit is an amount
equal to the normal annuity payable to a member who has reached normal retirement

age with the same number of years of allowable service and the same average salaty,
as provided in section 353.01, subdivision 17a, and section 353.29, subdivisions 2 and

subdivision 3. ,

A basic member shall receive a supplementary monthly benefit of $25 to age 65
or the five-year anniversary of the effective date of the disability benefit, whichever is
later.

If the disability benefits under this subdivision exceed the average salary as
defined in section 353.29 353.01, subdivision 2 17a, the disability benefits must be
reduced to an amount equal to said the average salary.

Sec. 13. Minnesota Statutes 2004, section 353.651, subdivision 3, is amended to
read: "

Subd. 3. RETIREMENT ANNUITY FORMULA. The average salary as
defined in section 353.01, subdivision 2 17a, multiplied by the percent specified in
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section 356.315, subdivision 6, per year of allowable service determines the amount of
the normal retirement annuity. If the member has earned allowable service for
performing services other than those of a police officer or firefighter, the annuity
representing such that service is must be computed under sections 353.29 and 353.30.

Sec. 14. Minnesota Statutes 2004, section 353.656, subdivision 1, is amended to
read:

Subdivision 1. IN LINE OF DUTY; COMPUTATION OF BENEFITS. A
member of the police and fire plan who becomes disabled and physically unfit to
perform duties as a police officer, firefighter, or paramedic as defined under section
353,64, subdivision 10, as a direct result of an injury, sickness, or other disability
incurred in or arising out of any act of duty, which has or is expected to render the
member physically or mentally unable to perform the duties as a police officer,
firefighter, or paramedic as defined under section 353.64, subdivision 10, for a period
of at least one year, shall receive disability benefits during the period of such disability.
The benefits must be in an amount equal to 60 percent of the “average salary” as
defined in section 353.651 353.01, subdivision 2 17a, plus an additional percent
specified in section 356.315, subdivision 6, of that “average salary for each year of
service in excess of 20 years. If the disability under this subdivision occurs before the
member has at least five years of allowable service credit in the police and fire plan,
the disability benefit must be computed on the “average salary” from which deductions
were made for contribution to the police and fire fund.

Sec. 15. Minnesota Statutes 2004, section 353B.02, subdivision 10, is amended to
read:

Subd. 10. SALARY. (a) “Salary” under this chapter is subject to the limitations
of section 356.611.

(b) “Salary” for benefit computation and contribution purposes means the salary
of a first class or first grade firefighter or patrol officer, whichever applies, for the
former members of the following consolidating relief associations:

(1) Anoka Police Relief Association;

(2) Austin Firefighters Relief Association;

(3) Austin Police Relief Association;

(4) Columbia Heights Fire Department Relief Association, Paid Division;
(5) Fairmont Police Benefit Association;

(6) Faribault Fire Department Relief Association;

(7) Mankato Fire Department Relief Association;

(8) Minneapolis Fire Department Relief Association;

(9) Minneapolis Police Relief Association;
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(10) Richfield Fire Department Relief Association;
(11) Rochester Fire Department Relief Association;
(12) Rochester Police Relief Association;

(13) St. Cloud Fire Department Relief Association;
(14) St. Cloud Police Relief Association;

(15) St. Paul Fire Department Relief Association;
(16) South St. Paul Firefighters Relief Association;
(17) West St. Paul Firefighters Relief Association;
(18) West St. Paul Police Relief Association; and
(19) Winona Fire Department Relief Association.

b} () “Salary” for benefit computation purposes means the salary of a first grade

patrol officer for the second month of the previous fiscal year and for contribution
purposes means the current salary of a first grade patrol officer, for the former
members of the following consolidating relief associations:

(1) Bloomington Police Relief Association;

(2) Crystal Police Relief Aésociation;

(3) Fridley Police Pension Association;

(4) Richfield Police Relief Association;

(5) St. Louis Park Police Relief Association; and
(6) Winona Police Relief Association.

€3 (d) “Salary” for benefit computation purposes means the final salary and for

contribution purposes means the current salary for the former members of the
following consolidating relief associations:

(1) Albert Lea Firefighters Relief Association;

(2) Albert Lea Police Relief Association;

(3) Buhl Police Relief Association;

(4) Chisholm Firefighters Relief Association;

(5) Crookston Fire Department Relief Association;
(6) Crookston Police Relief Association;

(7) Faribault Police Benefit Association;

(8) Red Wing Police Relief Association; and

(9) Virginia Fire Department Relief Association.
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) (e) “Salary” for benefit computation purposes means the average earnings or
salary for the final six months of employment before retirement and for contribution
purposes means the current salary for the former members of the following consoli-
dating relief associations:

(1) Chisholm Police Relief Association;
(2) Hibbing Firefighters Relief Association; and
(3) Hibbing Police Relief Association.

¢ () “Salary” for benefit computation purposes ‘means the greater of the final
salary at retirement or the highest salary of a patrol officer and for contribution
purposes means the greater of the current salary or the current highest salary of a patrol
officer for the former members of the following consolidating relief associations:

(1) Brainerd Police Benefit Association; and
(2) New Ulm Police Relief Association.

& (g) “Salary” for benefit computation and contribution purposes means the
followmg for the former members of the consolidating relief associations as indicated:

(1) salary of a top grade patrol officer, including longevity pay and education
incentive pay in an amount not to exceed $235 per month, Columbia Heights Police
Relief Association;

(2) maximum pay of a firefighter, including overtime payments for a regular
workweek of a firefighter mandated by the federal Fair Labor Standards Act of 1938,
as amended, Duluth Firefighters Relief Association;

(3) salary of a first class patrol officer with 16 years of service, Duluth Police
" Pension Association;

(4) base salary for the rank ¢urrently held, plus longevity pay, pay for eligibility
for next higher rank and pay for first aid care, Mankato Police Benefit Association;

(5) average annual salary for highest three paid years for benefit computation
purposes and current salary for contribution purposes, Red Wing Fire Department
Relief Association;

(6) pay of the highest grade full-time firefighter, St. Louis Park Fire Department
-Relief Association;

(7) maximum monthly pay of a patrol officer, St. Paul Police Relief Association;

(8) prevailing base pay of rank held at retirement for benefit computation
purposes and current salary for contribution purposes, South St. Paul Police Relief
Association; and

(9) prevailing pay for rank held for at least six months before retirement for
benefit computation purposes and current salary for contribution purposes, Virginia
Police Relief Association.
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Sec. 16. Minnesota Statutes 2004, section 354.05, is amended by adding a
subdivision to read:

salary payments.

(c) “Average salary” must be based upon all years of formula service credit if this
service credit is less than five years

Sec. 17. Minnesota Statutes 2004, section 354.05, subdivision, 35, is amended to
read:

Subd. 35. SALARY. (a) Subject to the limitations of section 356.611, “salary”
means the periodic compensation, upon which member contributions are required
before deductions for deferred compensation, supplemental retirement plans, or other
voluntary salary reduction programs.

' (b) “Salary” does not mean:
(1) lump sum annuat leave payments;
(2) lump sum wellness and sick leave payments;

(3) employer-paid amounts used by an employee toward the cost of insurance
coverage, employer-paid fringe benefits, flexible spending accounts, cafeteria plans,
health care expense accounts, day care expenses, or any payments in lieu of any
employer-paid group insurance coverage, including the difference between single and
family rates that may be paid to a member with single coverage and certain amounts
determined by the executive director to be ineligible;

(4) any form of payment made in lieu of any other employer-paid fringe benefit
or expense;

(5) any form of severance payments;
(6) workers’ compensation payments;
(7) disability insurance payments, including self-insured disability payments;

(8) payments to school principals and all other administrators for services that are
in addition to the normal work year contract if these additional services are performed
on an extended duty day, Saturday, Sunday, hohday, annual leave day, sick leave day,
or any other nonduty day;

(9) payments under section 356.24, subdivision 1, clause (4); and

(10) payments made under section 122A.40, subdivision 12, except for payments
for sick leave that are accumulated under the provisions of a uniform school district
policy that applies equally to all similarly situated persons in the district.
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(¢) Amounts provided to an employee by the employer through a grievance
proceeding or a legal settlement are salary only if the settlement is reviewed by the
executive director and the amounts are determined by the executive director to be
consistent with paragraph (a) and prior determinations.

Sec. 18. Mimnesota Statutes 2004, section 354.44, subdivision 6, is amended to
read:

Subd. 6. COMPUTATION OF FORMULA PROGRAM RETIREMENT
ANNUITY. (a) The formula retirement annuity must be computed in accordance with
the applicable provisions of the formulas stated in paragraph (b) or (d) on the basis of
each member’s average salary under section 354.05, subdivision 13a, for the period of
the member’s formula service credit.

For all years of formula serviee eredit; “average salary” for the purpose of
determining the member’s rotirement annuity; means the average salary upon which
contributions were made and upon which payments were made to inerease the salary
Limitation provided in Minnesota Statutes 1971; seetion 354:51; for the highest five
suceessive years of formula service credit provided; however; that such “average
salary?? shall not include any more than the equivalent of 60 menthly salary payments:
Average salary must be based upen all years of formula service credit if this service
eredit is less than five years:

(b) This paragraph, in conjunction with paragraph (c), applies to a person who
first became a member of the association or a member of a pension fund listed in
section 356.30, subdivision 3, before July 1, 1989, unless paragraph (d), in conjunction
with paragraph (e), produces a higher annuity amount, in which case paragraph (d)
applies. The average salary as defined in paragraph (a) section 354.05, subdivision 13a,
multiplied by the following percentages per year of formula service credit shall
determine the amount of the annuity to which the member qualifying therefor is
entitled:

Coordinated Member + Basic Member
Each year of service the percent the percent
during first ten specified in specified in
section 356.315, section 356.315,
subdivision 1, subdivision 3,
per year per year
Each year of service the percent the percent
thereafter specified in specified in
section 356.315, section 356.315,
subdivision 2, subdivision 4,
per year per year

(c)(@) This paragraph applies only to a person who first became a member of the
association or a member of a pension fund listed in section 356.30, subdivision 3,
before July 1, 1989, and whose annuity is higher when calculated under paragraph (b),
in conjunction with this paragraph than when calculated under paragraph (d), in
conjunction with paragraph (e).
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(i) Where any member retires prior to normal retirement age under a formula
annuity, the member shall be paid a retirement annuity in an amount equal to the
normal annuity provided in paragraph (b) reduced by one-quarter of one percent for
each month that the member is under normal retitement age at the time of retirement
except that for any member who has 30 or more years of allowable service credit, the
reduction shall be applied only for each month that the member is under age 62.

(iii) Any member whose attained age plus credited allowable service totals 90
years is entitled, upon application, to a retirement annuity in an amount equal to the
normal annuity provided in paragraph (b), without any reduction by reason of early
retirement.

(d) This paragraph applies to a member who has become at least 55 years old and
first became a member of the association after June 30, 1989, and to any other member
who has become at least 55 years old and whose annuity amount when calculated
under this paragraph and in conjunction with paragraph (¢), is higher than it is when
calculated under paragraph (b), in conjunction with paragraph (c). The average salary,
as defined in paragraph (a) section 354.05, subdivision 13a, multiplied by the percent
specified by section 356.315, subdivision 4, for each year of service for a basic
member and by the percent specified in section 356.315, subdivision 2, for each year
of setvice for a coordinated member shall determine the amount of the refirement
annuity to’ which the member is entitled.

(e) This paragraph applies to a person who has become at least 55 years old and
first becomes a member of the association after June 30, 1989, and to any other
member who has become at least 55 years old and whose annuity is higher when
calculated under paragraph (d) in conjunction with this paragraph than when calculated
under paragraph (b), in conjunction with paragraph (c). An employee who retires under
the formula annuity before the normal retirement age shall be paid the normal annuity
provided in paragraph (d) reduced so that the reduced annuity is the actuarial
equivalent of the annuity that would be payable to the employee if the employee
deferred receipt of the annuity and the annuity amount were augmented at an annual
rate of three percent compounded annually from the day the annuity begins to accrue
until the normal retirement age.

() No retirement annuity is payable to a former employee with a salary that
exceeds 95 percent of the governor’s salary unless and until the salary figures used in
computing the highest five successive years average salary under paragraph (a) have
been audited by the Teachers Retirement Association and determined by the executive
director to comply with the requirements and limitations of section 354.05, subdivi-
sions 35 and 35a.

Sec. 19. Minnesota Statutes 2004, section 354A.011, is amended by adding a
subdivision to read:

Subd. 7a. AVERAGE SALARY. “Average salary,” for purposes of computing a
normal coordinated program retirement annuity under section 354A.31, subdivision 4
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or 4a, means an amount equal to the average salary upon which contubutlons were

1nclude @X more th_aq the equivalent of 60 (0 monthly salary payments. Average salary

must be based upon all years of service credit if this service credit is less than five
years.

Sec. 20. Minnesota Statutes 2004, section 354A.011, subdivision 24, is amended
to read:

Subd. 24. SALARY; COVERED SALARY. (a) Subject to the limitations of
section 356.611, “salary” or “covered salary” means the entire compensation, upon
which member contributions are required and made, that is paid to a teacher before
deductions for deferred compensation, supplemental retirement plans, or other volun-
tary salary reduction programs.

(b) “Salary” does not mean:
(1) lump sum annual leave payments;
(2) lump sum wellness and sick leave payments;

(3) employer-paid amounts used by an employee toward the cost of insurance
coverage, employer-paid fringe benefits, flexible spending accounts, cafeteria plans,
health care expense accounts, day care expenses, or any payments in lieu of any
employer-paid group insurance coverage, including the difference between single and
family rates that may be paid to a member with single coverage, and certain amounts
determined by the executive secretary or director to be ineligible;

(4) any form of payment that is made in lieu of any other employer-paid fringe
benefit or expense;

(5) any form of severance payments;
(6) workers’ compensation payments;
(7) disability insurance payments, including self-insured disability payments;

(8) payments to school principals and all other administrators for services that are
in addition to the normal work year contract if these additional services are performed
on an extended duty day, Saturday, Sunday, holiday, annual leave day, sick leave day,
or any other nonduty day;

(9) payments under section 356.24, subdivision 1, clause (4)(ii); and

(10) payments made under section 122A.40, subdivision 12, except for payments
for sick leave that are accumulated under the provisions of a uniform school district
policy that applies equally to all similarly situated persons in the district.

(c) Amounts provided to an employee by the employer through a grievance
proceeding or a legal settlement are salary only if the settlement is reviewed by the
executive director and the amounts are determined by the executive director to be
consistent with paragraph (a) and prior determinations.
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Sec. 21. Minnesota Statutes 2004, section 354A.31, subdivision 4, is amended to
read:

Subd. 4. COMPUTATION OF THE NORMAL COORDINATED RETIRE-
MENT ANNUITY; MINNEAPOLIS AND ST. PAUL FUNDS. (a) This subdivision
applies to the coordinated programs of the Minneapolis Teachers Retirement Fund
Association and the St. Paul Teacheis Retirement Fund Association.

(b) The normal coordinated retirement annuity shall be is an amount equal to a
retiring coordinated member’s average salary under section 354A.011, subdivision 7a,
multiplied by the retirement annuity formula percentage. Average salary for purposes
efﬂﬂssee&eashallmeananameuﬂtequalteﬂaeavefagesalaﬂupeﬂwhieh
which shall net in any event include any more than the equivalent of 60 monthly salary

(c) This paragraph, in conjunction with subdivision 6, applies to a person who first
became a member or a member in a pension fund listed in section 356.30, subdivision
3, before July 1, 1989, unless paragraph (d), in conjunction with subdivision 7,
produces a higher annuity amount, in which case paragraph (d) will apply. The
retirement annuity formula percentage for purposes of this paragraph is the percent
specified in section 356.315, subdivision 1, per year for each year of coordinated
service for the first ten years and the percent specified in section 356.315, subdivision
2, for each year of coordinated service thereafter.

(d) This paragraph applies to a person who has become at least 55 years old and
who first becomes a member after June 30, 1989, and to any other member who has
become at least 55 years old and whose annuity amount, when calculated under this
paragraph and in conjunction with subdivision 7 is higher than it is when calculated
under paragraph (c), in conjunction with the provisions of subdivision 6. The
retirement annuity formula percentage for purposes of this paragraph is the percent
specified in section 356.315, subdivision 2, for each year of coordinated service.

Sec. 22. Minnesota Statutes 2004, section 354A.31, subdivision 4a, is amended to
read:

Subd. 4a. COMPUTATION OF THE NORMAL COORDINATED RETIRE-
MENT ANNUITY; DULUTH FUND. (a) This subdivision applies to the new law
coordinated program of the Duluth Teachers Retirement Fund Association.

(b) The normal coordinated retirement annuity is an amount equal to a retiring
coordinated member’s average salary under section 354A.011, subdivision 7a, multi-
plied by the retirement annuity formula percentage. Average salary for purpeses of this
seetion means an amount equal to the average salary upon which contributions were
made for the highest five successive years of service eredit; but may not in any event
inelude any meore than the equivalent of 60 monthly salary payments. Average salary
years:
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(c) This paragraph, in conjunction with subdivision 6, applies to a person who first
became a member or 2 member in a pension fund listed in section 356.30, subdivision
3, before July 1, 1989, unless paragraph (d), in conjunction with subdivision 7,
produces a higher annuity amount, in which case paragraph (d) applies. The retirement
annuity formula percentage for purposes of this paragraph is the percent specified in
section 356.315, subdivision 1, per year for each year of coordinated service for the
first ten years and the percent specified in section 356.315, subdivision 2, for each
subsequent year of coordinated service. ‘

(d) This pacagraph applies to a person who is at least 55 years old and who first
becomes a member after June 30, 1989, and to any other member who is at least 55
years old and whose annuity amount, when calculated under this paragraph: and in
conjunction with subdivision 7, is higher than it is when calculated under paragraph (c)
in conjunction with subdivision 6. The retirement annuity formula percentage for
purposes of this paragraph is the percent specified in section 356.315, subdivision 2,
for each year of coordinated service.

Sec. 23. Minnesota Statutes 2004, section 356.611, subdivision 1, is amended to
read:

Subdivision 1. STATE SALARY LIMITATIONS. (a) Notwithstanding any
provision of law, bylaws, articles of incorporation, retirement and disability allowance
plan agreements, or retirement plan contracts to the contrary, the covered salary for
pension purposes for a plan participant of a covered retirement fund enumerated in
section 356.30, subdivision 3, may not exceed 95 110 percent of the salary established
for the governor under section 15A.082 at the time the person received the salary.

(b) This section does not apply to a salary paid:
(1) to the governor or to a judge;

(2) to an employee or an elected official who is not subject to the limit as specified
under section 43A.17, subdivision 9;

(3) to an employee of a political subdivision in a position that is excluded from
the limit as specified under section 43A.17, subdivision 9;

) (4) to a state employee as defined under section 43A.02, subdivision 21;

) (5) to an employee of Gillette Hospital who is covered by the general state
employees retirement plan of the Minnesota State Retirement System;

£5) (6) to an employee of the Minnesota Crop Improvement Council; er
£6) (7) to an employee of the Minnesota Historical Society;

(8) to an employee of the Southern Minnesota Mummpal Power Association; or

(c) The limited covered salary determlned under this section must be used in
determining employee and employer contributions and in determining retirement
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annuities and other benefits under the respective covered retirement fund and under
this chapter.

Sec. 24. Minnesota Statutes 2004, section 422A.01, is amended by adding a
subdivision to read:

Subd. 4a. AVERAGE SALARY. (a) “Average salary” means the arithmetic
average annual salary, wages, or compensation of the member from the ¢ city for any

five calendar years out of the last ten calendar years of service, except as provided for

in section 422A.16, which may include the year in 1 which the employee retires, as as
selected by the employee

(b) A member with more than five calendar years of service, but less than ten
calendar years, may ‘select any five calendar years of service to determine the average
salary. A member with less than five years of service with the city shall use all earnings

to determine the average salary.

Sec. 25. Minnesota Statutes 2004, section 422A.01, is amended by adding a
subdivision to read:

Subd. 13a. COVERED SALARY. “Salary” is subject to the limitations of section
356.611.

Sec. 26. Minnesota Statutes 2004, section 422A.15, subdivision 1, is amended to
read:

Subdivision 1. FORMULA PENSION AND ANNUITY. Except as otherwise
provided in subdivision 3, each contributing member who, at the time of retirement,
fulfills the conditions necessary to enable the member to retire; shall is entitled to
receive what shall be knowa as a “formula pension and annuity” equal to two percent
for each year of allowable service for the first ten years and thereafter 2.5 percent per
year of allowable service of the arithmetic average annual salary; wages or compen-
sation of the member from the eity for any five calendar years out of the last ten
the year in which the employee retires; as selected by the employee, multiplied by the
years of service credited by the retirement fund. The formula pension and annuity shalt
must be computed on the single life plan but subject to the option selections provided
for in section 422A.17.

In order to be entitled to the formula pension and annuity herein provided for, the
retiring employee at the time of cessation of employment and of actual retirement shalt
must have attained the age of 60 years or have been employed by the city not less than
30 years, or meet the qualifications provided for in section 422A.16, and in addition
thereto have contributed to the retirement fund at the percentage rate prescribed by the
retirement law applicable when the salary, wages or compensation was paid on all
salaries, wages, or compensation received from the city or from an applicable
employing unit. The years of service to be applied in the formula pension and annuity
shall must be found and determined by the retirement board, except that no credit shatl
may be allowed for any yearin which a back charge is owing at time of retirement and
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the earnings from any year in which a back charge is owing shall may not be used in
determining the average annual salary.

Sec. 27. Minnesota Statutes 2004, section 422A.16, subdivision 9, is amended to
read:

Subd. 9. INCOMPETENCY OR DEATH OF MEMBER. Any member of the
contributing class who becomes permanently separated from the service of the city
under subdivision 8, may, by an instrument in writing, filed with the municipal
employees retirement board within 30 days after sueh the separation becomes
permanent, elect to allow the member contributions to such the fund to the date of
separation to remain on deposit in such the fund, and in such the event the member
shall be is entitled to receive a retirement allowance at age 65, provxded the member,
or someone acting in the member’s behalf if the member be incompetent, shall must
make a written application for such the retirement allowance in the same manner
provided for in section 422A.17 and in accordance with the provisions of section
422A.15, subdivision 1, except for determining average annual salary. A member with
more than five calendar years of service but less than ten calendar years may select any
five calendar years of service to determine the average annual salary: A member with
less than five years of serviee with the eity shall use all earnings to determine the
average annual salasy:

If the contributing member dies before reaching the age of 65 years, or having
attained the age of 65 years without having made the election provided for herein, the
net accumulated amount of deductions from the member’s salary, pay or compensation,
plus interest, to the member’s credit on date of death shall be paid is payable to sueh
the person or persons as have been nominated by written designation filed with the
retirement board, in such the form as that the retirement board shall require requires.

If the employee fails to make a designation, or if the person or persons designated
by such the employee predeceases such the employee, the net accumulated credit to
such the employee s account on date of death shall be paid is payable to such the
employee’s estate.

The provisions of subdivisions 4, 5, and 6 shall also apply to any member
qualifying for benefits under this subdivision, except for purposes of this subdivision
the age referred to in subdivision 4 shall be is 65 years.

Sec. 28. Minnesota Statutes 2004, section 423B.01, is amended by adding a
subdivision to read:

Subd. 22. COVERED SALARY. “Salary” is subject to the limitations of section
356.611.

Sec. 29. Minnesota Statutes 2004, section 423C.01, is amended by adding a
suabdivision to read: '

Subd. 29. COVERED SALARY. “Salary” is subject to the limitations of section
356.611.
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